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According to the fourth Nepal Living Standards Survey (NLSS-1V) (2022/23), Nepal has continued to experience a substantial reduction in
poverty over the last decade. Living standards have improved across the income distribution and in urban and rural areas. Over 20 percent of
Nepal's population is classified as poor using the revised national poverty line. This improvement was accompanied by progress on non-
monetary indicators of welfare, with Nepal’s Multidimensional Poverty Index also reporting a substantial decrease from 30.1 to 17.4 percent
between 2014 and 2019. Human capital improved, with 94 percent of households gaining electricity access, up from 70 percent. Progress
includes reduced distance to public hospitals and increased availability of paved roads. Yet, spatial inequalities persist, with the poorest
provinces like Sudarpaschim and Karnali experiencing longer distances to paved roads and lower electricity access compared to national
averages. The NLSS-1V also highlights significant variations in the incidence of poverty and the distribution of the poor across the seven
provinces. Poverty is highest in Sudarpaschim (34.2 percent), then Karnali (26.7 percent), while Madhesh and Lumbini provinces account for the
largest share of the poor (25.1 and 22.8 percent). Inequality has also reduced slightly; the Gini index is 30 in 2023 from 32.8 in 2011.

Emigration and remittances from Nepalese workers abroad remain the key drivers of poverty reduction. As a result, extreme poverty ($2.15/day)
has been nearly eliminated, and the percentage of Nepalese living on less than $3.65/day and $6.85/day has reduced significantly. About 2.3
million people live under $3.65/day, with 13.5 million living under $6.85/day. Remittances contributed 32 percent of total poverty reduction
between 2011 and 2023. Without international remittances, over 2.6 million more people would be classified as poor. Sluggish job creation with
a high youth unemployment rate (22.7 percent in 2022/2023) makes emigration a preferred option for Nepalis across the income distribution,
contributing to a loss of skilled workforce.

Progress on poverty reduction remains at risk from economic and climate shocks, primarily due to the lack of targeted policy instruments for the
poor and a weak domestic labor market. 14.5 million Nepalese remain vulnerable to climate risks, and millions may fall back into poverty due to
economic shocks and persistently weak local economic opportunities. Out-of-labor-force rates remain high, even among the secondary (52
percent) and tertiary educated (28 percent), with high unemployment across all educational levels. Nepal ranks 10th globally as the country
most affected by past climate hazards but is 44th most vulnerable to future climate risks. Yet, current social assistance programs are largely
categorically targeted, with limited reach among the poor, and cannot be flexibly reoriented to meet emerging needs during emergencies.
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Poverty at Different Lines

Poverty Line Number of Poor Rate Year

(Thousands) (%)
National Poverty Line 5,911.7 20.3 2023
International Poverty Line ($2.15/day) 112.0 0.4 2022
Lower Middle Income Class Poverty Line ($3.65/day) 2,291.6 7.5 2022
Upper Middle Income Class Poverty Line ($6.85/day) 13,462.6 44 1 2022
Multidimensional Poverty Measure 2.2 2022

Group and Multidimensional Poverty

Poverty by Group Poverty Rate (%) Multidimensional Poverty Components (% of Pop.)
Urban population 6.5 Daily income less than US$2.15 per person 04
Rural population 97 At least one school-aged child is not enrolled in school 3.3
Males 71 No adult has completed primary education 134
Females 7.9 No access to limited-standard drinking water 29
0 to 14 years old 10.8 No access to limited-standard sanitation 56
15 to 64 years old 6.0 No access to electricity 59
65 and older 7.6
Without education (16+) 10.9
Primary education (16+) 7.1
Secondary education (16+) 2.8
Tertiary/post-secondary education (16+) N/A

Note:

Data for the "Poverty by Group" table is derived from a 2022 survey and data for the "Multidimensional Poverty Components" table is derived from a 2022 survey.
The rates in the "Poverty by Group" table above are shown at the $3.65 lower-middle income line.
"N/A" denotes a missing/removed value, while "N/A*" refers to a value which was removed due to having fewer than 30 observations.

Poverty Data & Methodology

The National Statistics Office of Nepal produces poverty estimates based on the Nepal Living Standard Survey (NLSS). Previous NLSS Surveys (1995-96, 2003-04,
2010-11) were conducted based on The World Bank’s Living Standards Measurement Survey. The new NLSS-IV (2022-23) incorporated updates in alignment with
current international best practices. The NLSS-IV used a sampling frame from the 2021 population census and is representative of the national population, across three
agricultural seasons, and within 15 urban/rural analytical domains. Nepal uses the cost of basic needs methodology to define its national poverty line, which it revised
using the NLSS-1V in 2023. As a result, the official 2023 welfare aggregate and poverty indicator are not strictly comparable to 2011.

The national poverty line is the aggregate of the food and non-food poverty lines. The new official national poverty line in 2022/23 is 72,908 Nepali rupees/person/year
and it will be used for monitoring national and provincial poverty trends going forward. International poverty estimates are based on the international poverty line of
$2.15/person/day in 2017 US dollars, converted to Nepali rupees using the 2017 Purchasing Power Parity, which translates to 32,927 Nepalese rupees/person/year in
2022/23.

Harmonization

The numbers in this report are based on SARMD. The South Asia Micro Database (SARMD) is a regional database of socio-economic indicators established in 2014
and managed by the SAR Data and Stats Team. It includes household surveys covering 8 countries. It follows the Global Monitoring Database (GMD) Harmonization
guidelines, including the construction of the welfare aggregate which is used for the Global Poverty Monitoring. Terms of use of the data adhere to agreements with the
original data producers.
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